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Dear Sir: WILRSIAIE COMMERCE COMMISSION

I am sending you herewith for filing in your office,
pursuant to Section 20c of the Interstate Commerce Act, six
counterparts of each of the following:

(a) Conditional Sale Agreement dated as of March 17,
1978, between Whitehead & Kales Company and
Rack Associates, covering the purchase by Rack
Associates of 75 auto racks for use in inter-
state commerce;

(b) Agreement and Assignment also dated as of
March 17, 1978, between Whitehead & Kales Company
and Industrial Valley Bank & Trust Co., as Agent,
pursuant to which Whitehead & Kales Company assigns
to Industrial Valley Bank & Trust Co. the former's
interest in the Conditional Sale Agreement and in
the auto racks;

(c) Lease of Railroad Equipment dated as of March 17,
1978, between Stanley E. G. Hillman, Trustee of
the property of the Chicago, Milwaukee, St. Paul
and Pacific Railroad Company and Rack Associates,
pursuant to which the auto racks are leased to

.
EQ; the Trustee; and

v
S

(d) Lease Assignment also dated as of March 17, 1978,
. between Rack Associates and Industrial Valley Bank
& Trust Co., as Agent, pursuant to which Rack
Associates assigns to the Agent the former's
interest in the Lease.
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Dated as of March 17, 1978
between

WHITEHEAD & KALES COMPANY

and

RACK ASSOCIATES

[Covering 75 Enclosed Bi-Level Auto Racks]

10.5% Conditional Sale Indebtedness Due April 1, 1986




CONDITIONAL SALE AGREEMENT

CONDITIONAL SALE AGREEMENT dated as of March 17, 1978,
between WHITEHEAD & KALES COMPANY, a Michigan corporation (the
“Builder”, or “Vendor” as more particularly set forth in Article 23
hereof), and Rack ASSOCIATES, a Connecticut limited partnership (the
“Vendee”).

WHEREAS, the Builder will construct, sell and deliver to the Vendee,
and the Vendee will purchase, the railroad equipment described in Annex
A hereto (the “Equipment” or “Units” and individually a “Unit”} which
Units will be attached by the Builder to certain 89’ 4” TTX flush deck flat-
cars (the “Flatcars”) owned by Trailer Train Company, a Delaware corpo-
ration (the “Flatcar Owner”).

WHEREAS, the Vendee, simultaneously with the execution of this Agree-
ment, will lease the Equipment to Stanley E. G. Hillman, trustee of the
property of the Chicago, Milwaukee, St. Paul and Pacific Railroad Com-
pany, Debtor (the “Debtor”) (said trustee in such capacity together with
any successors or assigns hereinafter called the “Lessee”) pursuant to a
lease of railroad equipment dated as of the date hereof (the “Lease”); and

WHEREAS, the Builder, simultaneously with the execution of this Agree-
ment, will assign certain rights under this Agreement to Industrial Valley
Bank & Trust Co., as agent (the “Agent”) for Industrial Valley Bank &
Trust Co. (the “Investor”) under a finance agreement dated as of the date
hereof (the “Finance Agreement”).

Now, THEREFORE, in consideration of the mutual promises, ccvenants
and agreements hereinafter set forth, the parties hereto do hereby agree as
follows:

ARTICLE 1. Construction and Sale. The Builder shall construct the
Equipment and will sell and deliver the Units to the Vendee as specified
herein, and the Vendee will purchase the Units and will accept delivery
of and pay for the Units as hereinafter provided. Each Unit of the
Equipment shall be constructed in accordance with the specitications
referred to in Annex A hereto and in accordance with such modifications
thereof as may be agreed upon in writing between the Builcder, the
Vendee and the Lessee (which specifications and modifications, if any,
are hereinafter called the *“Specifications™). It is understood that the Units
will be attached to the Flatcars by the Builder prior to their delivery and
acceptance hereunder at no additional cost to, or risk of, the Vendee.

ARTICLE 2. Design and Quality. The Builder represents and war-
rants that the design, quality and component parts of each Unit shall con-
form, on the date of delivery and acceptance of each Unit, to all United
States Department of Transportation, Interstate Commerce Commission
and any other applicable regulatory body requirements and specifications
for new equipment and to all standards recommended by the Association
of American Railroads reasonably interpreted as being applicable to
equipment of the character of the Equipment.

The Builder represents and warrants that each Unit will be new equip-
ment, will not incorporate any used components and will not have been
used by any person so as to preclude the ‘“‘original use” of such Unit,
within the meaning of Section 48(b) (2) and 167(c)(2) of the Internal
Revenue Code of 1954, as amended, from commencing with the Vendee.
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ARTICLE 3. Inspection and Delivery. The Builder will deliver the
Units to the Vendee at the place or places specified in Annex A, trans-
portation costs, if any, paid by the Lessee.

The Builder’s obligation as to time of delivery is subject, however, to
delays resulting from causes beyond the Builder’s reasonable control, in-
cluding but not limited to acts of God, acts of government such as embar-
goes, priorities and allocations, war or war conditions, riot or civil commo-
tion, sabotage, strikes, differences with workmen, accidents, fire, flood, ex-
plosion, damage to plant, equipment or facilities, delays in receiving neces-
sary materials or delays of carriers or subcontractors, or energy re-
strictions, limitations or unavailability.

Notwithstanding the preceding provisions of this Article 3, any Equip-
ment not delivered and accepted by the Lessee on or before June 30), 1978,
shall be excluded herefrom. If any Equipment shall be excluded from this
Agreement pursuant to the immediately preceding sentence, the appropriate
parties to this Agreement shall execute an agreement supplemental hereto
limiting this Agreement to the Equipment not so excluded herefrom.

During construction, the Units shall be subject to inspection and
approval by the authorized inspectors of the Vendee and the Builder shall
grant to such authorized inspectors reasonable access to its plant. The
Builder agrees to inspect all materials used in the construction of the Units
in accordance with the standard quality control practice of the Builder.
Upon completion of each Unit or of a number of Units of the Equipment,
such Unit or Units shall be presented to an inspector selected by the
Vendee for inspection at the place specified for delivery of such Unit or
Units, and if each Unit conforms to the specifications, requirements and
standards applicable thereto, such inspector or an authorized representative
of the Vendee (who may be a properly authorized employee of the Lessee)
shall execute and deliver to the Builder a certificate of acceptanc: (here-
inafter called the Certificate of Acceptance) stating that such Unit or Units
have been inspected and accepted on behalf of the Vendee on the date of
such Certificate of Acceptance and are marked in accordance witk. Article
9 hereof; provided, however, that the Builder shall not thereby be relieved
of its representations, warranties and agreements set forth or referred to
in Article 13 hereof or its representations, warranties and agreeraents in
Article 2 or Article 3 hereof.

On delivery and acceptance of each Unit hereunder at the place speci-
fied for delivery, the Builder shall have no further responsibility for,
nor bear any risk of, any damage to or the destruction or loss of such
Unit; provided, however, that the Builder shall not thereby be relieved
of its representations, warranties and agreements set forth or refarred to
in Articles 2, 3 or 13 hereof.

ARTICLE 4. Purchase Price and Payment; Limitations of Vendee's
Obligations to Income and Proceeds. The price or prices per Unit
are set forth in Annex A hereto. Such price or prices are subject to such
increase or decrease as is agreed to by the Builder, the Vendee and the
Lessee. The term “Purchase Price” as used herein shall mean the price
of a Unit as so increased or decreased. If on a Closing Date (as herein-
after defined in this Article 4) the aggregate of the Purchase Price for
which settlement has theretofore been and is then being made under this
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ARTICLE 3. Inspection and Delivery. The Builder will deliver the
Units to the Vendee at the place or places specified in Annex A, trans-
portation costs, if any, paid by the Lessee.

The Builder’s obligation as to time of delivery is subject, however, to
delays resulting from causes beyond the Builder’s reasonable control, in-
cluding but not limited to acts of God, acts of government such as embar-
goes, priorities and allocations, war or war conditions, riot or civil commo-
tion, sabotage, strikes, differences with workmen, accidents, fire, ficod, ex-
plosion, damage to plant, equipment or facilities, delays in receiving neces-
sary materials or delays of carriers or subcontractors, Or energy re-
strictions, limitations or unavailability.

Notwithstanding the preceding provisions of this Article 3, any Equip-
ment not delivered and accepted by the Lessee on or before June 30, 1978,
shall be excluded herefrom. If any Equipment shall be excluded from this
Agreement pursuant to the immediately preceding sentence, the appropriate
parties to this Agreement shall execute an agreement supplemental hereto
limiting this Agreement to the Equipment not so excluded herefrom.

During construction, the Units shall be subject to inspection and
approval by the authorized inspectors of the Vendee and the Builcler shall
grant to such authorized inspectors reasonable access to its plant. The
Builder agrees to inspect all materials used in the construction of the Units
in accordance with the standard quality control practice of the Builder.
Upon completion of each Unit or of 2 number of Units of the Equipment,
such Unit or Units shall be presented to an inspector selected by the
Vendee for inspection at the place specified for delivery of such Unit or
Units, and if each Unit conforms to the specifications, requirements and
standards applicable thereto, such inspector or an authorized representative
of the Vendee (who may be a properly authorized employee of the Lessee)
shall execute and deliver to the Builder a certificate of acceptance (here-
inafter called the Certificate of Acceptance) stating that such Unit or Units
have been inspected and accepted on behalf of the Vendee on the date of
such Certificate of Acceptance and are marked in accordance with Article
9 hereof; provided, however, that the Builder shall not thereby be relieved
of its representations, warranties and agreements set forth or referred to
in Article 13 hereof or its representations, warranties and agreements in
Article 2 or Article 3 hereof.

On delivery and acceptance of each Unit hereunder at the place speci-
fied for delivery, the Builder shall have no further responsibility for,
nor bear any risk of, any damage to or the destruction or loss of such
Unit; provided, however, that the Builder shall not thereby be relieved

of its representations, warranties and agreements set forth or referred to
in Articles 2, 3 or 13 hereof.

ARTICLE 4. Purchase Price and Payment; Limitations of Vendee's
Obligations to Income and Proceeds. The price or prices per Unit
are set forth in Annex A hereto. Such price or prices are subject to such
increase or decrease as is agreed to by the Builder, the Vendee and the
Lessee. The term “Purchase Price” as used herein shall mean the price
of a Unit as so increased or decreased. If on a Closing Date (&s herein-
after defined in this Article 4) the aggregate of the Purchase Price for
which settlement has theretofore been and is then being made under this
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Agreement by the Vendee, would, but for the provisions of this sentence,
exceed $2,100,000 (or such higher amount as the Vendee may at its
option agree to), the Builder (and any assignee of the Builder) will,
upon request of the Vendee, enter into an agreement excluding from
this Agreement such Unit or Units then proposed to be settled for and
specified by the Vendee as will, after giving effect to such exclusion,
reduce such aggregate Purchase Price to be paid by the Vendee under

this Agreement to not more than $2,100,000 (or such higher ariounts
as aforesaid).

The Equipment shall be settled for in two groups (each herein referred
to as a “Group”) after delivery to and acceptance by the Vendee unless
a greater or lesser number of Groups shall be agreed to by the parties
hereto. The term “Closing Date” with respect to each Group shall mean
such date (not earlier than March 17, 1978 and not later than June
30, 1978), occurring not more than ten business days following presenta-
tion by the Builder to the Vendee of the invoice and the Certificate or
Certificates of Acceptance for the Units in the Group and written notice
thereof by the Builder to the Lessee, as shall be fixed by the Lessee by
written notice delivered to the Vendee and the Vendor prior to the Closing
Date. The term “business days” as used herein means calendar deys, ex-
cluding Saturdays, Sundays and any other day on which banking institu-

tions in Philadelphia, Pennsylvania, are authorized or obligated to remain
closed.

The Vendee hereby acknowledges itself to be indebted to the Vendor in
the amount of, and hereby promises to pay in cash to the Vendor at such
place as the Vendor may designate, the aggregate Purchase Price of the
Units in the Group being delivered, as follows:

(a) On the Closing Date with respect to each Group an amount
equal to 20% of the aggregate Purchase Price of such Units.

(b) In 31 consecutive quarterly installments, as hereinaftsr pro-
vided, an amount equal to the aggregate Purchase Price of the Units

less the aggregate amount paid or payable with respect thereto pur-
suant to subparagraph (a) of this paragraph.

The installments of the portion of the Purchase Price payable pursuant
to subparagraph (b) of the preceding paragraph (said portioa being
herein called the “Conditional Sale Indebtedness”) shall be payable on
each January 1, April 1, July 1, and October 1, commencing Ocober 1,
1978, to and including April 1, 1986 (or if any such date is not a busi-
ness day the next succeeding business day), each such date being herein-
after called a “Payment Date.” Interim interest on the Conditional Sale
Indebtedness shall be due from the Closing Date at a rate of .029167%
of the Conditional Sale Indebtedness per day (but calculated in accordance
with the sixth paragraph of this Article 4), with respect to all Groups,
and shall be payable on July 1, 1978, to the extent accrued through
June 30, 1978. Thereafter, the Conditional Sale Indebtedness skall bear
interest at the rate of 10.5% with respect to those amounts advanced
by the Investor pursuant to the Finance Agreement. The 31 cuarterly
payments (which payments include the principal and interest from July
1, 1978) shall be equal to the percentage of the Purchase Price set forth
in Annex B hereto opposite the quarterly payment dates. Such installments
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shall completely amortize the Conditional Sale Indebtedness and any
interest with respect to such Indebtedness.

The Vendee will furnish to the Vendor promptly after a Closing Date a
schedule, in such number of counterparts as shall be requested by the
Vendor, showing the aggregate respective amounts of principal and interest
payable on each Payment Date.

Interest, including interim interest, under this Agreement shall be de-
termined on the basis of a 360-day year of twelve 30-day months.

The Vendee will pay interest, to the extent legally enforceable, at the
rate of 13% per annum upon all amounts remaining unpaid after the
same shall have become due and payable pursuant to the terms hereof
or such lesser amount as shall be legally enforceable.

All payments provided for in this Agreement shall be made in such coin
or currency of the United States of America as at the time of payment shall
be legal tender for the payment of public and private debts. Except as pro-
vided in Article 7 hereof, the Vendee shall not have the privilege of pre-
paying any portion of the Conditional Sale Indebtedness prior to the date
it becomes due.

The parties hereto contemplate (subject to the limitations set forth in
the first paragraph of this Article 4) that the Vendee will furnish that
portion of the Purchase Price for the Units as is required under
subparagraph (a) of the third paragraph of this Article 4 and that
an amount equal to the balance of such Purchase Price shall be
paid to the Builder by an assignee of the Builder’s right, title and in:erest
under this Agreement pursuant to a certain agreement and assignment
dated as of the date hereof (the “Assignment”) between the Builde: and
the Agent (the “Assignee” or the “Vendor” as indicated in Artice 23
hereof).

The following conditions shall have been satisfied by the appropriate
parties on or prior to a Closing Date or on or prior to the First De.ivery
Date (as defined hereinafter), any of which conditions if not satisfied will
constitute an Event of Default as specifically described and set forth in
Section 10 of the Lease:

(1) on or prior to a Closing Date, the documents required by Sec-
tion 6(a)(b)(c) and (d) of the Assignment shall have been executed
and delivered to the Vendee, dated as of that Closing Date, in form and
substance satisfactory to the Vendee;

(2) on or prior to the first date of delivery (the “First Delivery
Date”), the Lease, the Lease Assignment, the Conditional Sale Agree-
ment and the Assignment shall have been duly filed and recorded pur-
suant to the provisions of Section 20c of the Interstate Commerce Act
and deposited with the Registrar General of Canada pursuant to Sec-
tion 86 of the Railway Act of Canada; all filings under the Uniform
Commercial Code of the States of Illinois, Connecticut and New York
which are required shall have been made; and the Vendee shall have
been given written evidence satisfactory to it as to such due filing, re-
cordation and deposit;

(3) on or prior to the First Delivery Date, the Vendee shall have
received documentation, in form and substance satisfactory to counsel
for the Vendee, demonstrating that the Flatcar Owner and all parties
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claiming a security interest in the Flatcars, if any, have disclaimed any

security interest in the Units;

(4) on or prior to the First Delivery Date and on each Closing Date,
the Vendee shall have received a certificate executed by the Lessee to
the effect that the warranties and representations made by the Lessee
under Section 15 of the Lease are true and correct as of the First
Delivery Date or a Closing Date, as the case may be, to the same effect
as if made on such date and that no event which with or without the
passage of time or the giving of notice or both would constitute an
Event of Default of the Lessee under the Lease, shall have occurred
and be continuing;

(5) on or prior to the First Delivery Date and on each Closing
Date, the Vendee shall have received the following opinions of counsel,
addressed to the Vendee, and in form and substance satisfactory to the
Vendee:

(a) the opinion of counsel for the Builder as to matters described
in Section 6(h) of the Assignment; and

(b) the opinion of counse! for the Lessee as to the matters
described in Section 6(g) of the Assignment.

(6) the Vendee shall have received prior to the First Delivery Date
evidence satisfactory to the Vendee in the form of a certificate of an
independent insurance agent acceptable to the Vendee showing com-
pliance by the Lessee of its obligation relating to insurance pursuant
to § 20 of the Lease and an opinion of said insurance agent that the
Lessee has complied with said obligation;

(7) the Vendee shall have received prior to the First Delivery Date
an independent appraisal of the useful life of the Equipment reasonably
satisfactory to the Vendee;

(8) the Vendee shall have received prior to the First Deliverv Date,
along with the Agent, documentation from Janney, Montgomery. Scott,
Inc. with respect to activities in connection with the offerings made in
this transaction and the documentation required by Section 6 (i) of the
Assignment;

(9) the Vendee shall have received prior to the First Delive-y Date
an opinion of Messrs. Pepper, Hamilton & Scheetz with respect to the
treatment of the Vendee, for Federal income tax purposes, in form
and substance satisfactory to the Vendee.

Notwithstanding any other provision of this Agreement (including, but
not limited to, any provision of Articles 15 and 16 hereof), it is under-
stood and agreed by the Vendor that the liability of the Vendee for
all payments to be made by the Vendee under and pursuant to this
Agreement with regard to the Units purchased by the Vendee, with the
exception only of the payments to be made pursuant to Article 4(a)
and the proviso in the third paragraph of Article 12, shall not exceed
an amount equal to, and shall be payable only out of, the ‘“income
and proceeds from the Units” (as herein defined in this Artcle 4),
and such payments shall be made by the Vendee only to the extent
that the Vendee or any assignee of the Vendee shall have actually received
sufficient “income or proceeds from the Units” to make such payments
when the same is due; provided, however, that the failure to make any
such payment, such failure continuing for 10 days, shall nonetheless con-
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stitute an event of default under Article 15(a) hereof. Except as provided
in the next preceding sentence, the Vendor agrees that the Vendee shall
have no personal liability to make any payments under this Agrecment
whatsoever except from the “income and proceeds from the Units” o the
extent actually received by the Vendee or any assignee of the Vendee
as above provided. In addition, the Vendor agrees and understands that
the Vendee (i) makes no representation or warranty, and is not re-
sponsible for, the due execution, validity, sufficiency or enforceability of
the Lease in so far as it relates to the Lessee (or any document relative
thereto) or of any of the Lessee’s obligations thereunder and (ii) shall
not be responsible for the performance or observance by the Lessee of
any of its agreements, representations, indemnities, obligations or other
undertakings under the Lease; it being understood that as to all such
matters the Vendor will look solely to the Vendor’s rights under this
Agreement against the Units and to the Vendor’s rights as assignee of the
Lease against the Lessee and the Units. As used herein the term “income
and proceeds from the Units” shall mean (i) if one of the events of default
specified in Article 15 hereof shall have occurred and while it shall be con-
tinuing, so much of the following amounts as are indefeasibly received
by the Vendee or any assignee of the Vendee at any time after any
such event and during the continuance thereof: (x) all amounts of rental
and amounts in respect of Casualty Occurrences (as defined in Article
7) paid for or with respect to the Units pursuant to the Lease, (y)
any and all payments or proceeds received by the Vendee or any
assignee of the Vendee for or with respect to the Units as the result
of the sale, lease or other disposition thereof and after deducting all
costs and expenses of such sale, lease or other disposition, and (z) sny and
all other payments received by the Vendee or any assignee of the Vendee
under § 10 of the Lease, and (ii) at any other time, only that portion
of the amounts referred to in the foregoing clauses (x), (y) and (z)
as are indefeasibly received by the Vendee or any assignee of the
Vendee and as shall equal the portion of the Conditional Sale Indebted-
ness (including prepayments thereof required in respect of Casualty
Occurrences) and/or interest thereon due and payable on, or within
10 days after, the date such amounts were required to be paid to it
pursuant to the Lease or as shall equal any other payments then Jue and
payable under this Agreement; it being understood that “income and
proceeds from the Units” shall in no event include amounts referred to
in the foregoing clauses (x), (y) and (z) which were received by the
Vendee or any assignee of the Vendee prior to a Declaration of Default
(as defined in Article 15) and which exceeded the amounts required to
discharge that portion of the Conditional Sale Indebtedness (includ-
ing prepayments thereof required in respect of Casualty Occurrences)
and/or interest thereon due and payable on, or within 10 days after,
the date on which amounts were required to be paid to it pursuant
to the Lease or which exceeded any other payments due and payable
under this Agreement at the time such amounts were payable under
the Lease. It is further specifically understood and agreed that the failure
to make any of the payments under (b) of the third paragraph and
under (a) of the third paragraph of this article or any other payments
hereunder, such failure continuing for 10 days, for the reasons enu-
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merated in this paragraph constitutes an event of default as described
in Article 15(a). It is further specifically understood and agreed that
nothing contained herein limiting the liability of the Vendee shall der-
ogate from the right of the Vendor to proceed against the Units as
provided for herein for the full unpaid aggregate Purchase Price of
the Units and interest thereon and all other payments and obligations
hereunder. Notwithstanding anything to the contrary contained in Article
15 hereof, the Vendor agrees that in the event it shall obtain a judgment
against the Vendee for an amount in excess of the amounts payable by
the Vendee pursuant to the limitations set forth in this paragraph, it will,
accordingly, limit its execution of such judgment to amounts payable
pursuant to the limitations set forth in this paragraph and shall mark
or otherwise indicate full payment of such judgment upon receipt of all
amounts payable pursuant to the limitations set forth in this paragraph;
provided, that the foregoing sentence shall evidence a release of claims
solely against the Vendee and not any other entities which may be liable
to the Vendor for such claims.

ARTICLE 5. Title to the Equipment. The Vendor shall and hereby
does retain the full security title to the Units until the Vendee shall have
made all of its payments under this Agreement and shall have kept and
performed all of its agreements herein contained, notwithstanding any
provision of this Agreement limiting the liability of the Vendee and
notwithstanding the delivery of the Units to and the possession and use
thereof by the Vendee and the Lessee as provided in this Agreement.
(All such security title to the Units being hereinafter called the “Security
Title).

Except as otherwise specifically provided in Article 7 hereof, when and
only when the Vendor shall have been paid the full indebtedness in respect
of the aggregate Purchase Price of the Units, together with interest and all
other payments as herein provided, and all the obligations of the Vendee
herein contained shall have been performed, absolute right to the posses-
sion of, title to and property in the Units shall pass to and vest in the
Vendee without further transfer or action on the part of the Vendor.
However, the Vendor, if so requested by the Vendee at that time, will (a)
execute a bill or bills of sale for the Units transferring its Security Title
therein to the Vendee, or upon its order, free of all liens, security interests
and other encumbrances created or retained hereby and deliver such bill
or bills of sale to the Vendee at its address referred to in Article 20
hereof, (b) execute and deliver at the same place, for filing, recording or
depositing in all necessary public offices, such instrument or instruments
in writing as may be necessary or appropriate in order then to make clear
upon the public records the title of the Vendee to the Units, and (c)
pay to the Vendee any money paid to the Vendor pursuant to Article 7
hereof and not theretofore applied as therein provided. The Veades hereby
waives and releases any and all rights, existing or that may be acquired, in
or to the payment of any penalty, forfeit or damages for failure to execute
and deliver such bill or bills of sale or instrument or instruments or to file
any certificate of payment in compliance with any law or statute requiring
the filing of the same, except for failure to execute and deliver such bill
or bills of sale or instrument or instruments or to file such certificate
within a reasonable time after written demand to the Vendor from the
Vendee.
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ARTICLE 6. Taxes. All payments to be made by the Vendee pur-
chasing said Units hereunder will be free of expense to the Vendor for
collection or other charges and will be free of expense to the Vendor with
respect to the amount of any local, state, federal or foreign taxes (other
than net income taxes, gross receipts taxes [except gross receipt taxes in
the nature of or in lieu of sales, use or rental taxes], franchise taxes mea-
sured by net income based upon such receipts, excess profits taxes and
similar taxes) or license fees, assessments, charges, fines or penalties (all
such expenses, taxes, license fees, assessments, charges, fines, and penal-
ties being hereinafter called the “Impositions”) hereafter levied or im-
posed upon or in connection with or measured by this Agreemeat or
any sale, rental, use, payment, shipment, delivery or transfer of title
under the terms hereof. The Vendee assumes and agrees to pay all
of such Impositions on demand. The Vendee will also pay promptly
all Impositions which may be imposed upon the Units delivered to
and accepted by it or for the use or operation thereof or upon the
earnings arising therefrom (except as provided above) or upon the
Vendor solely by reason of its ownership thereof and will keep at all times
all and every part of the Units free and clear of all Impositions which
might in any way affect the title of the Vendor or result in a lien upon any
part of the Units; provided, however, that the Vendee shall be under
no obligation to pay any Impositions of any kind so long as it is contesting
in good faith and by appropriate legal proceedings such Impositions and
the nonpayment thereof does not, in the opinion of the Vendor, adversely
affect the title, property or rights of the Vendor in or to the Units
or otherwise under this Agreement. If any Impositions shall have been
charged or levied against the Vendor directly and paid by the Vendor, the
Vendee shall reimburse the Vendor upon presentation of an invoice there-
for, and any amounts so paid by the Vendor shall be secured by and under
this Agreement; provided, however, that the Vendee shall not be obligated
to reimburse the Vendor for any Impositions so paid unless the Vendor
shall have been legaily liable with respect thereto (as evidenced by an
opinion of counsel for the Vendor) or unless the Vendee shall have
approved the payment thereof.

ARTICLE 7. Maintenance and Repair; Casualty Occurrences. The
Vendee agrees that, at its own cost and expense, it will maintain and
keep each Unit which it has purchased in good order and repair.

In the event that any such Unit shall be or become lost, s:olen,
destroyed, be or become obsolete because of the Lessee’s inability to use
any such Unit for its intended purpose after employing its best efforts
to effect such use or, in the opinion of the Vendee or the Lessee, irrepa-
rably damaged, from any cause whatsoever, or taken or rejuisi-
tioned by condemnation or otherwise, a “Casualty Occurrence” shall
be deemed to have occurred. The Vendee shall, promptly after it
shall have determined that such Unit has suffered a Casualty Occurrence
cause the Vendor to be fully informed in regard thereto. On the nex: suc-
ceeding Payment Date, or (with respect to a Casualty Occurrence caused
by the obsolescence of any Unit) upon the payment by the Lessee, Gener-
al Motors Corporation, a Delaware corporation (‘““General Motors”) or
Chrysler Corporation, a Delaware corporation (“Chrysler”), as the case
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may be, pursuant to the operation of subsection 7(b) of the Lease, of the
amount due under the Security Document (which document is defined in
the Lease), the Vendee shall cause to be paid to the Vendor a sum equal to
the Casualty Value (as hereinafter defined in this Article 7) of such Unit
suffering a Casualty Occurrence as of such Payment Date (or, in the case
of a Casualty Occurrence for obsolescence of a Unit, as of the date of
the payment by the Lessee, General Motors, or Chrysler, as the case may
be, of the amount due under the Security Document) and shall file, or cause
to be filed, with the Vendor a certificate setting forth the Casualty Value of
such Unit. The Vendee shall be entitled to credit against such Casualty
Value the amount of the payment made by General Motors or Chrysler un-
der said Security Document. Any money paid to the Vendor pursuant to
this paragraph shall be applied to prepay, without premium or penalty, the
Conditional Sale Indebtedness and the Vendee will, at its own expense,
promptly furnish the Vendor a revised schedule of payments of principal
and interest thereafter to be made, in such number of counterparts as the
Vendor may request, calculated as provided in the third paragraph of
Article 4 hereof, so that the remaining payments shall be in substantially
the same proportion as the quarterly payments under Article 4 hereof.

Upon payment by the Vendee to the Vendor of the Casualty Value of
any Unit which has suffered a Casualty Occurrence, absolute right to
the possession of, title to and property in such Unit shall pass to and
vest in the Vendee, without further transfer or action on the part of the
Vendor, except that the Vendor, if requested by the Vendee, will execute
and deliver to the Vendee a bill of sale and all appropriate instruments
confirming such passage to the Vendee of all the Vendor’s right, title
and interest in such Unit, in recordable form, in order that the Vendee
may make clear upon the public records the title of the Vendee to such
Unit.

The Casualty Value of each Unit suffering a Casuaity Occurrence
shall be deemed to be that portion of the aggregate Purchase Price attribut-
able to such Unit remaining unpaid on the date as of which such
Casualty Value shall be determined, plus interest accrued thereon
but unpaid as of such date; provided, however, that in determining the
portion of the original Purchase Price of such Unit, no effect shall be
given for any prepayment or prepayments previously made under this
Article 7 with respect to any other Casualty Occurrence or Casualty Oc-
currences. For the purpose of this paragraph, each payment of the Pur-
chase Price in respect of the Units made pursuant to Article 4 hereof
shall be deemed to be payment on each Unit purchased by the Vendee
in like proportion as the original Purchase Price of such Unit bears to
the aggregate original Purchase Price of the Units.

ARTICLE 8. Reports and Inspections. On or before March 31 in
each year commencing with March 31, 1979, the Vendee shall cause to
be furnished to the Vendor an accurate statement (a) setting forth as of
the preceding December 31 the amount, description and numbers of all
Units of the Equipment it has purchased that have suffered a Casualty
Occurrence during the preceding calendar year (or since the date of this
Agreement in the case of the first such statement) and such other informa-
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tion regarding the condition and state of repair of the Units as the Vendor
may reasonably request, (b) stating that, in the case of all such Units
repaired or repainted during the period covered by such statement, the
numbers and markings required by Article 9 hereof have been preserved
or replaced and that all matters required to be provided to the Vendez under
§ 8 of the Lease have been provided. Pursuant to the Lease, the Vendee
shall reserve for the Vendor the right, by its agents, to inspect the respec-
tive Units and the Lessee’s records with respect thereto at such times as the
Vendor may request during the term of this Agreement.

ARTICLE 9. Marking of Equipment. The Vendee will cause each
of the Units to be kept numbered with the identifying number as set
forth in Annex A hereto, or, in the case of Units not there listed,
such identifying number as shall be set forth in any amendment or sup-
plement hereto extending this Agreement to cover such Unizs, and
will keep and maintain, plainly, distinctly, permanently and conspiztously
marked on both sides of each Unit, in letters not less than one inch in
height, the following: “Industrial Valley Bank & Trust Co., Agent, Secu-
rity Owner” or other appropriate words designated by the Vendor, with
appropriate changes thereof and additions thereto as from time to time may
be required by law in order to protect the Vendor’s Security Title in the
Units and its rights under this Agreement. The Vendee will not per-
mit any such Unit to be placed in operation or exercise any control or
dominion over such Unit until such words shall have been so marked on
both sides thereof and will replace or will cause to be replaced promptly
any such words which may be removed, defaced or destroyed. The
Vendee will not permit the identifying number of any of the Units
of the Equipment to be changed except in accordance with a state-
ment of new number or numbers to be substituted therefor, which
statement previously shall have been filed with the Vendor and filed,
recorded and deposited by the Vendee in all public offices where this
Agreement shall have been filed, recorded and deposited.

Except as provided in the immediately preceding paragraph, the
Vendee will not allow the name of any person, association or corpora-
tion to be placed on any of the Units as a designation that might
be interpreted as a claim of ownership; provided, however, taat the
Vendee may allow the Units to be lettered with the names or initials
or other insignia customarily used by the Lessee, the Debtor or affiliates
of the Debtor on railroad equipment used by them of the same or a similar
type for convenience of identification of the rights of the Lessee or such
affiliates to use the Units as permitted under the Lease.

ARTICLE 10. Compliance with Laws and Rules. During the term of
this Agreement, the Vendee will comply, and will require every lessee
or user of the Units to comply, in all respects (including, without
limitation, with respect to the use, maintenance and operation of the
Units) with all laws of the jurisdictions in which its or such lessee’s opera-
tions involving the Units may extend, with the interchange rules of the
Association of American Railroads and with all lawful rules of the United
States Department of Transportation, the Interstate Commerce Commis-
sion and any other legislative, executive, administrative or judicial body
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exercising any power or jurisdiction over the Units, to the extent that such
laws and rules affect the title, operation or use of the Units; and, in the
event that such laws or rules require any alteration of any Unit or in the
event that any equipment or appliance on any such Unit shall be requred to
be changed or replaced, or, in the event that any additional or other equip-
ment or appliance is required to be installed on any such Unit in order
to comply with such laws or rules, the Vendee will make such altera-
tions, changes, replacements and additions at its own expense; prcvided,
however, that the Vendee may, in good faith, contest the validity or
application of any such law or rule in any reasonable manner which
does not, in the opinion of the Vendor, adversely affect the property
or rights of the Vendor under this Agreement.

ARTICLE 11. Possession and Use. The Vendee, so long as an event
of default shall not have occurred and be continuing under this Agree-
ment, shall be entitled, from and after delivery of the Units by the
Builder to the Vendee, to the possession of the Units and the use
thereof, but only upon and subject to all the terms and conditions of this
Agreement.

The Vendee may lease the Units to the Lessee as permitted by, and
for use as provided in, the Lease, but the rights of the Lessece and
its permitted assigns under the Lease shall be subordinated and junior
in rank to the rights, and shall be subject to the remedies, of the
Vendor under this Agreement; provided, however, anything to the
contrary herein notwithstanding, that so long as the Lessee shall not be
in default under the Lease, the Lessee or its permitted assigns under
§ 12 of the Lease shall be entitled to the possession and use of the
Units. The Vendee hereby agrees, that it wiil not exercise any of the
remedies permitted in the case of an Event of Default under and as defined
in the Lease until the Vendor shall have received notice in writing of
its intended exercise thereof, and hereby further agrees to furnish to the
Vendor copies of all summons, writs, processes and other documents
served by it upon the Lessee or served by the Lessee upon it in con-
nection therewith.

So long as an event of default specified in Article 15 hereof shall not
have occurred and be continuing, the Vendee shall be entitled to the posses-
sion and use of its Units, and said Units may be used upon the lines of
railroad owned or operated by the Lessee or any affiliate of the Debtor
(or any other railroad company approved by the Vendor), or upon lines
of railroad over which the Lessee or any such affiliate has trackage or
other operating rights, or over which raiload equipment of the Lessee or
any such affiliate is regularly operated pursuant to contract, and the Units
may be used upon connecting and other carriers in the usual interchange
of traffic or in the transportation thereof from the place of delivery to the
Lessee, but only upon and subject to all the terms and conditions of this
Agreement; provided, however, that the Vendee shall not assign or permit
the assignment of any of the Units to service involving the regular oper-
ation and maintenance thereof outside the United States of America. The
Vendee may also lease the Units to any other railroad company with the
prior written consent of the Vendor; provided, however, that (i) such
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lease shall provide that the rights of such lessee are made expressly sub-
ordinate to the rights and remedies of the Vendor under this Agreernent;
(i) such lessee shall expressly agree not to assign or permit the assignment
of any Unit of the Equipment to service involving the regular operation
and maintenance thereof outside the United States of America; and (iii)
a copy of such lease shall be furnished to the Vendor.

ARTICLE 12. Prohibition Against Liens. The Vendee will pay or dis-
charge any and all sums claimed by any party from, through or under the
Vendee or its successors or assigns which, if unpaid, might become a
lien, charge, security interest or other encumbrance upon or with respect to
its Units, or any part thereof, or the interest of the Vendor therein,
equal or superior to the Vendor’s Security Title, and will promptly
discharge any such lien, charge, security interest or other encumbrance
which arises, but shall not be required to pay or discharge any such claim
so long as the validity thereof shall be contested in good faith and by ap-
propriate legal proceedings in any reasonable manner and the nonpayment
thereof does not, in the opinion of the Vendor, adversely affect the Secur-
ity Title of the Vendor in or to the Units or otherwise under this
Agreement. Any amounts paid by the Vendor in discharge of liens, charges
or security interests upon the Units shall be secured by and under this
Agreement.

This covenant will not be deemed breached by reason of liens for taxes,
assessments or governmental charges or levies, in each case not due and
delinquent, or undetermined or inchoate materialmen’s, mechanics’, work-
men’s, repairmen’s or other like liens arising in the ordinary course of
business and, in each case, not delinquent.

The foregoing provisions of this Article 12 shall be subject to the
limitations set forth in the last paragraph of Article 4 hereof and the
provisions of Article 21 hereof; provided, however, that the Vendee will
pay or discharge any and all claims, liens, charges or security interests
claimed by any party from, through or under the Vendee or its suc-
cessors or assigns, not arising out of the transactions contemplated hereby
(but including tax liens arising out of the receipt of the incom: and
proceeds from the Equipment), equal or superior to the Veador’s
security interest therein, which, if unpaid, might become a lien, charge or
security interest on or with respect to the Equipment, or any unit thereof,
or the Vendee’s interest in the Lease and the payments to be made there-
under, but the Vendee shall not be required to pay or discharge any such
claim so long as the validity thereof shall be contested in good faith and
by appropriate legal or administrative proceedings in any reasonable
manner and the nonpayment thereof does not, in the reasonable odinion
of the Vendor, adversely affect the security interest of the Vendor in or
to the Equipment or otherwise under this Agreement or in and to the
Lease and the payments to be made thereunder.

ARTICLE 13. Indemnities and Warranties. The Vendee agrees to
indemnify, protect and hold harmless the Vendor from and sagainst
all losses, damages, injuries, liabilities, claims and demands whatsoever,
regardless of the cause thereof, and expenses in connection therewith,
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including but not limited to counsel fees and expenses, penaltics and
interest, arising out of or as the result of the entering into or the per-
formance of this Agreement, the retention by the Vendor of Szcurity
Title to the Equipment, the ordering, acquisition, use, operation, con-
dition, purchase, delivery, rejection, storage or return of any of the
Units, any accident in connection with the operation, use, condition,
possession, storage or return of any of the Units resulting in damage
to property or injury or death to any person during the period when
Security Title thereto remains in the Vendor, or the transfer of Security
Title to the Equipment by the Vendor pursuant to any of the provisions
of this Agreement, except however, any losses, damages, injuries, liabilities,
claims and demands whatsoever arising out of any tort, breach of warranty
or failure to perform any covenant hereunder by the Builder. This cove-
nant of indemnity shall continue in full force and effect notwithstanding
the full payment of the indebtedness in respect of the aggregate Purchase
Price of, and the conveyance of Security Title to, the Units, as provided in
Article 5 hereof, or the termination of this Agreement in any manner
whatsoever.

The Vendee will bear the responsibility for and risk of and shall, sub-
ject to the provisions of Article 7 hereof, not be released from its obli-
gations hereunder in the event of any damage to or the destruction or
loss of the Units.

Builder warrants to the Vendee and Lessee that each Unit is of the kind
and quality prescribed in the Specifications.

Builder warrants to the Vendee and Lessee that each Unit shall be
free from defects in material and workmanship which may develop
under normal use and service within one year from date of delivery.
Builder agrees to correct any such defects, which examination shzll dis-
close to Builder’s reasonable satisfaction to exist, by repair or replace-
ment, at its option, F.O.B. factory and such correction shall constitute
fulfillment of Builder’s obligation with respect to such defect under this
warranty.

Builder warrants to the Vendee and Lessee specialties not of its own
specification or design only to the same extent that the suppliers of such
specialties warrant such items to Builder.

The Builder shall not be liable for any indirect or consequential dam-
ages of whatever nature.

THE WARRANTIES OF THE BUILDER SET FORTH IN THIS
AGREEMENT ARE EXPRESSLY IN LIEU OF ALL OTHER WAR-
RANTIES, EXPRESSED OR IMPLIED, INCLUDING ANY IMPLIED
WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PAR-
TICULAR PURPOSE, AND THE BUILDER NEITHER ASSIUMES
NOR AUTHORIZES ANY PERSON TO ASSUME FOR IT ANY
OTHER LIABILITY IN CONNECTION WITH THE CONSTRUCTION

AND DELIVERY OF ITS EQUIPMENT, EXCEPT AS STATED
HEREIN.
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The Builder agrees that on the Closing Date it will warrant to the
Vendee that at the time of delivery of each Unit purchased in a particular
Group hereunder the Builder had at such time legal title to such Unit
and good and lawful right to sell such Unit and that title to such Unit
was at such time free of all claims, liens, security interests «nd other
encumbrances of any nature except only the rights of the Vendee here-
under and the rights of the Lessee under the Lease and that no Unit
will have been delivered to or used by the Lessee or any other person unless
it shall have been first duly subjected to this Agreement and the Lease. The
Builder further agrees that it will defend the title to such Unit against
the demands of all persons whomsoever based on claims originating prior
to the delivery of such Unit by the Builder hereunder; all subject, however,
to the other provisions hereof and the rights of the Vendee and the Lessee
hereunder. The Builder will not deliver any of the Units to the Vendee
hereunder until this Conditional Sale Agreement and the Lease have been
filed and recorded in accordance with Section 20c of the Interstate Com-
merce Act and deposited with the Registrar General of Canad:.; and all
filings under the Uniform Commercial Code of the States of Illinois, New
York and Connecticut which are required have been made (th: Builder
and its counsel being entitled to rely on advice from counsel for the Agent
that such filing, recordation, and deposit have occurred).

Except in cases of articles or materials specified by the Lessze or the
Debtor and not manufactured by the Builder and in cases of designs, sys-
tems, processes, formulae or combinations specified by the Lessee or the
Debtor and not developed or purported to be developed by the Builder,
the Builder agrees to indemnify, protect and hold harmless the Vendee and
the Lessee from and against any and all liability, claims, costs, charges
and expenses, including royalty payments and counsel fees, in any manner
imposed upon or accruing against the Vendee or the Lessee, or their re-
spective assigns, or the users of the Equipment because of the use in or
about the construction or operation of any of the Units of any design, sys-
tem, process, formula, combination, article or material which infringes or
is claimed to infringe on any patent. The Vendee and the Lessec. likewise
will indemnify, protect and hold harmless the Builder from and against
any and all liability, claims, costs, charges and expenses, including royalty
payments and counsel fees in any manner imposed upon or accruing
against the Builder because of the use in or about the construction or
operation of any of the Units of any article or material specified by the
Lessee or the Debtor and not manufactured by the Builder or of any de-
sign, system, process, formula or combination specified by the Lessee or
the Debtor and not developed or purported to be developed by the Build-
er which infringes or is claimed to infringe on any patent.

The Builder agrees to and hereby does, to the extent legally possible
without impairing any claim, right or cause of action hereinafter referred
to, assign, set over and deliver to the Vendee and the Lessee every claim,
right and cause of action which Builder has or hereafter shall have
against the seller or sellers of any designs, systems, processes, formulae,
combinations, articles or materials specified by the Lessee and purchased
or otherwise acquired by the Builder for use in or about the zonstruc-
tion or operation of any of the Units on the ground that any such design,
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system, process, formula, combination, article or material or operation
thereof infringes or is claimed to infringe on any patent. Builder further
agrees to execute and deliver to the Vendee and the Lessee, or the users
of the Units all and every such further assurance as may be reasonably
requested by the Vendee or the Lessee more fully to effectuate the as-
signment and delivery of every such claim, right and cause of action.

Builder will give notice to the Vendee and the Lessee of any claim
known to the Builder from which liability may be charged agairst the
Vendee or the Lessee hereunder, and the Vendee and the Lessee will
give notice to the Builder of any claim known to them or either of them
from which liability may be charged against Builder hereunder.

Such covenants of indemnity shall continue in full force and effect
notwithstanding the full payment of all sums due under this Conditional
Sale Agreement or the satisfaction, discharge or termination of this
Conditional Sale Agreement in any manner whatsoever.

The foregoing states the entire liability of the Builder for patent infringe-
ment by said Units or any part thereof.

The Builder hereby:

(a) represents and warrants to the Vendee, its successors aid as-
signs, that this Conditional Sale Agreement was duly authorized by
it and lawfully executed and delivered by it for a valid conside-ation,
that, assuming due authorization, execution and delivery by the
Vendee, this Conditional Sale Agreement is, insofar as the Builder is

concerned, a legal, valid and binding agreement enforceable in azcord-
ance with its terms;

(b) agrees that it will from time to time and at all times, at the re-
quest of the Vendee or its successors or assigns, execute and deliver
all such further instruments of assignment, transfer and assurance
and do such further acts and things as may be necessary and appropri-
ate in the premises to give effect to the provisions hereinabove set forth
and more perfectly to confirm the rights, titles and interests hereby
assigned and transferred to the Vendee or intended so to be; previded,
however, that any required filings, recordations or deposits shall be
at the expense of the Vendee;

(c) agrees that, upon request of the Vendee, its successors and
assigns, it will execute any and all instruments which may be nec-
essary or proper in order to discharge of record this Conditionzl Sale
Agreement or any other instrument evidencing any interest of the
Builder therein or in the Units upon payment in full to the Builder; and

(d) represents that it is not entering into this Conditional Sale
Agreement, or into any other transaction contemplated hereby, directly
or indirectly in connection with any arrangement or understanding by
it in any way involving any employee benefit plan (other than a gov-
ernmental plan) with respect to which it, or, in so far as is kncwn to
it, the Lessee, any other party to this transaction or the Vendee in its
individual capacity, is a party in interest, all within the meaning of the
Employee Retirement Income Security Act of 1974.
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ARTICLE 14. Assignments. The Vendee will not (a) except as pro-
vided in Article 11 hereof transfer the right to possession of any of the
Units or (b) sell, assign, transfer or otherwise dispose of the rights under
this Agreement unless such sale, assignment, transfer or disposition (i) is
made expressly subject in all repects to the rights and remedies of the
Vendor hereunder (including, without limitation, rights and remedies against
the Vendee and the Lessee) and (ii) provides that the Vendee or a suc-
cessor corporation shall remain liable for all its obligations under this
Agreement. Subject to the preceding sentence, any such sale, assignment,
transfer or disposition may be made by the Vendee without the vendee,
assignee or transferee assuming any of the obligations of the Vendee
hereunder.

All or any of the rights, benefits and advantages of the Vendor under
this Agreement, including the right to receive the payments herein provided
to be made by the Vendee, may be assigned by the Vendor and reassigned
by any assignee at any time or from time to time. No such assignment
shail subject any assignee to, or relieve the Builder from, any of the obliga-
tions of the Builder to construct and deliver the Units in accordance
herewith or to respond to its warranties and indemnities contained or re-
ferred to in Articles 2, 3 and 13 hereof, or relieve the Vendee of its obliga-
tions to the Builder contained or referred to in Articles 2, 3, 4, 6 and 13
hereof and this Article 14, or any other obligation which, according to its
terms and context, is intended to survive an assignment.

Upon any such assignment, either the assignor or the assignee shall give
written notice to the Vendee together with a counter-part or copy of
such assignment, stating the ideatity and post office address of “he as-
signee, and such assignee shall, by virtue of such assignment, acguire all
the assignor’s rights, title and interest in and to the Units and this
Agreement, or in and to a portion thereof. as the case may be, subject only
to such reservations as may be contained in such assignment. From aad
after the receipt by the Vendee of the notification of any such assignment,
all payments thereafter to be made by the Vendee under this Agreement
shall, to the extent so assigned, be made to the assignee in such manner
as it may direct.

The Vendee recognizes that it is the custom of railroad equipment
manufacturers or sellers to assign agreements of this character and under-
stands that the assignment of this Agreement, or of some of or all the
rights of the Vendor hereunder, is contemplated. The Vendee expressly
represents, for the purpose of assurance to any person, firm or corpora-
tion considering the acquisition of this Agreement or of all or any of the
rights of the Vendor hereunder, and for the purpose of inducing such
acquisition, that in the event of such assignment by the Vendor as here-
inbefore provided, the rights of such assignee to the entire unpaid indebt-
edness in respect of the aggregate Purchase Price of the Units or such part
thereof as may be assigned, together with interest thereon, as well as any
other rights hereunder which may be so assigned, shall not be sutject to
any defense, setoff, counterclaim or recoupment whatsoever arising out
of any breach of any obligation of the Builder with respect to the
Units or the manufacture, construction, delivery or warranty therzof, or
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with respect to any indemnity herein contained, nor subject to any Jefense,
setoff, counterclaim or recoupment whatsoever arising by reason of any
other indebtedness or liability at any time owing to the Vendee or the
Lessee by the Builder. Any and all such obligations, howsoever arising,
shall be and remain enforceable by the Vendee against and only against
the Builder.

In the event of any such assignment or successive assignments by the
Vendor of Security Title to the Equipment and of the Vendor's rights
hereunder with respect thereto, the Vendee will, whenever requested by
the assignee, change the markings on each side of each Unit of the Equip-
ment so as to indicate the Security Title of such assignee to the Equipment,
such markings to be specified by such assignee, subject to any requirements
of the laws of the jurisdictions in which the equipment shall be o»erated.
The cost of such markings in the event of an assignment of not lzss than
all the Equipment at the time covered by this Agreement shall be borne
by the Vendee and, in the event of any assignment of less than all such
Equipment, such cost shall be borne by such assignee.

The Vendee will (a) in connection with settlement for the Units,
deliver to the assignee, at the time of delivery of notice fixing a clos-
ing date with respect to such Units, all documents required by the
terms of such assignment to be delivered to such assignee ir corinection
with such settlement, in such number of counter-parts or copies as may
reasonably be requested, except for any opinion of counsel for such as-
signee, and (b) furnish to such assignee such number ~f counterparts or
copies of any other certificate or paper required by the Vendor as may
reasonably be requested.

If the Builder shall not receive the aggregate Purchase Price in respect
of the Units on the Closing Date, the Builder will promptly nctify the
Vendee of such event and, if such amount shall not have been praviously
paid, the Vendee will, upon the request of the Builder, enter into an appro-
priate written agreement with the Builder excluding from this Agreement
those Units of Equipment whose aggregate Purchase Price shall not have
been received.

ARTICLE 15. Defaults. In the event that any one or more of the
following events of default shall occur and be continuing (withou: regard
to the limitations provided for in the last paragraph of Article 4 hereof
or in Article 21 hereof) to wit:

(a) If there is no Event of Default outstanding under the Lease,
the Vendee shall fail to pay in full any sum payable by it under this
Agreement when payment thereof shall be due hereunder and such
default shall continue for 10 days; or

(b) The Vendee shall, for more than 30 days after the Vendor shall
have demanded in writing performance thereof, fail or refuse to comply
with any other covenant, agreement, term or provision of this Agree-
ment, or of any agreement entered into concurrently herewith relating to
the financing of the Units, on its part to be kept or performed, or
to make provisions satisfactory to the Vendor for such compliznce; or
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(c) Any proceeding shall be commenced by or against the Vendee
for any relief which includes, or might result in, any modification of the
obligations of the Vendee hereunder under any bankruptcy or insolvency
law, or law relating to the relief of debtors, readjustment of indebted-
ness, reorganizations, arrangements, compositions or extensions (other
than a law which does not permit any readjustment of the obligations
of the Vendee under this Agreement), and, unless such proceedings
shall have been dismissed, nullified, stayed or otherwise rendered in-
effective (but then only so long as such stay shall continue in fcrce or
such ineffectiveness shall continue), if all the obligations of the Vendee,
under this Agreement shall not have been duly assumed in writing,
pursuant to a court order or decree, by a trustee or trustees or receiver
or receivers appointed for the Vendee or for its property in connection
with any proceedings in such manner that such obligations shal. have
the same status as obligations incurred by such trustee or trustzes or
receiver or receivers, within 30 days after such appointment, if any, or
60 days after such proceedings shall have been commenced, whichever
shall be earlier; or

(d) An Event of Default shall occur under the Lease, or

(e) The Vendee shall make or suffer any unauthorized assignment
or transfer of this Agreement or any interest herein or any unauthorized
transfer of the right to possession of any Unit of the Equipmen:;

then at any time after the occurrence of such an event of default the Vendor
may, upon written notice to the Vendee and upon compliance with any
legal requirements then in force and applicable to such action by the Ven-
dor, subject to the rights of the Lessee set forth in Article 11 herecf, (i)
cause the Vendee to terminate the Lease immediately and/or (ii) declare
(herein called a “Declaration of Default”) the entire unpaid indebtedness
in respect of the Purchase Price of the Units purchased by the Vendee,
together with the interest thereon then accrued and unpaid, immeciately
due and payable, without further demand, and thereafter the aggregate
of the unpaid balance of such indebtedness shall bear interest from
the date of such Declaration of Default at the rate per annum speci-
fied in Article 4 hereof as being applicable to amounts remaining unpaid
after becoming due and payable, to the extent legally enforceable. Upon a
Declaration of Default, the Vendor shall be entitled to recover judgment
for the entire unpaid balance of the indebtedness in respect of the ¢ggre-
gate Purchase Price of the Units purchased by the Vendee so payable, with
interest as aforesaid, and to collect such judgment out of the Units. The
Vendee shall promptly notify the Vendor of any event which has come to
its attention which constitutes, or, with the giving of notice and/or lapse
of time would constitute, an event of default under this Agreement.

The Vendor may, at its election, waive any such event of default and
its consequences and rescind and annul any Declaration ‘of Default or re-
quire the Vendee to rescind and annul any termination of the Lease by
notice to the Vendee in writing to that effect, and thereupon the respective
rights of the parties shall be as they would have been if no such event of
default had occurred and no Declaration of Default or notice causing the
Vendee to terminate the Lease had been made or given. Notwithstanding
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the provisions of this paragraph, it is expressly understood and agreed by
the Vendee that time is of the essence in this Agreement and that no such
waiver, rescission or annulment shall extend to or affect any other cr sub-
sequent default or impair any rights or remedies consequent thereon.

ARTICLE 16. Remedies. At any time during the continuance of a
Declaration of Default, the Vendor may, subject to the rights of the
Lessee set forth in Article 11 hereof, and upon such further notice, if any,
as may be required for compliance with any mandatory legal requirements
then in force and applicable to the action to be taken by the Vendor, take
or cause to be taken, by its agent or agents, immediate possession of the
Equipment, or one or more of the Units thereof, without liability to return
to said Vendee any sums theretofore paid and free from all claims whatso-
ever, except as hereinafter in this Article 16 expressly provided, and may
remove the same from possession and use of the Vendee, the Lessee cr any
other person. For such purpose, the Vendee will obtain for the Vendor
from the Lessee the rights to enter upon the premises of Vendee or the
Lessee or any other premises where the Units may be located and to use
and employ in connection with such removal any supplies, services and
aids, including, but not limited to, diesel fuel or other necessary petroleum
products, and any available trackage and other facilities or means of the
Vendee or the Lessee, with or without process of law.

In case the Vendor shall demand possession of the Units pursuant
to this Agreement and shall designate a reasonable point or points on or
near the lines or on the premises of the Lessee for the delivery of the
Units to the Vendor, the Vendee shall (subject to the rights of the Lessee
set forth in Article 11 hereof), at its own cost, expense and risk, (which
cost, expense and risk shall include that necessary to remove the Jnits
from the Flatcars and install them on other flatcars) forthwith and in the
usual manner, cause the Units to be moved to such point or points on or
near lines or on the premises of the Lessee and shall there deliver the
Units or cause them to be delivered to the Vendor. The Vendee shall
obtain for the Vendor from the Lessee the right to elect, at the option of
the Vendor, to keep the Units on or near any of the lines or or. the
premises of the Lessee until the Vendor shall have leased, sold or other-
wise disposed of the same, whichever first occurs, and for such purpose
said Vendee agrees to cause the Lessee to furnish, without charge for rent
or storage, the necessary facilities at any point or points selected by the
Vendor reasonably convenient to the Lessee. The Vendee hereby exprassly
waives, and agrees to obtain from the Lessee a waiver of, any and all
claims against the Vendor and its assigns or agents for damages of what-
ever nature in connection with any retaking of any Unit in any reasonable
manner.

At any time during the continuance of a Declaration of Default, the
Vendor (after retaking possession of the Equipment as hereinbefore in
this Article 16 provided) may, at its election and upon such noticz as
is hereinafter set forth, retain the Units in satisfaction of the entire
indebtedness in respect of the Purchase Price of the Units and make
such disposition thereof as the Vendor shall deem fit. Written notice of
the Vendor’s election to retain the Units shall be given to the Vendee, the

19




CONDITIONAL SALE AGREEMENT

Builder and the Lessee by telegram or registered mail, addressed as pro-
vided in Article 20 hereof, and to any other persons to whom the law may
require notice, within 30 days after such Declaration of Default. In the
event that the Vendor should elect to retain the Units and no objection is
made thereto within the 30-day period described in the second proviso be-
low, all the rights of the Vendee in the Units shall thereupon terminate and
all payments made by the Vendee may be retained by the Vendor as com-
pensation for the use of the Units; provided, however, that if the Vendee
before the expiration of the 30-day period described in the proviso be-
low, pays or causes to be paid to the Vendor the total unpaid balance of
the indebtedness in respect to the Purchase Price of the Units, together with
interest thereon accrued and unpaid and all other payments due undler this
Agreement as well as expenses of the Vendor in retaking possession of, re-
moving, storing, holding and otherwise maintaining the Units after such
Declaration of Default, then in such event absolute right to the possession
of, title to and property in the Units shall pass to and vest in the Vendee;
provided, further, that if the Vendee, the Builder, the Lessee or anv other
persons notified under the terms of this paragraph object in writing to the
Vendor within 30 days from the receipt of notice of the Vendor’s election
to retain the Units, then the Vendor may not so retain the Units, but shall
sell them or continue to hold them pending sale as hereinafter provided or
as may otherwise be permitted by law. If the Vendor shall have given no
notice to retain as hereinabove provided or notice of intention to clispose
of the Units in any other manner, it shall be deemed to have elected to sell
the Units in accordance with the provisions of this Article 16.

At any time during the continuance of a Declaration of Default, the
Vendor, with or without retaking possession thereof, at its election and
upon reasonable notice to the Vendee, the Lessee, the Builder and any
other persons to whom the law may require notice of the time and
place, may, subject to the rights of the Lessee set forth in Article 11
hereof, sell the Equipment, or one or more of the Units thereof, free from
any and all claims of the Vendee or any other party claiming from,
through or under the Vendee at law or in equity, at public or private
sale and with or without advertisement as the Vendor may determine;
provided, however, that if, prior to such sale and prior to the making
of a contract for such sale, the Vendee should tender full payment of
the total unpaid balance of the indebtedness in respect of the Purchase
Price of the Units together with interest thereon accrued and unpaid and
all other payments due under this Agreement as well as expenses of the
Vendor in retaking possession of, removing, storing, holding and preparing
the Units for, and otherwise arranging for, the sale and the Vendor’s
reasonable attorneys’ fees, then in such event absolute right to the posses-
sion of, title to and property in the Units shall pass to and vest in the
Vendee subject to the rights, if any, of the Lessee. The proceeds of such
sale or other disposition, less the attorney’s fees and any other expenses
incurred by the Vendor in retaking possession of removing, storing, hold-
ing, preparing for sale and selling or otherwise disposing of the Units, shall
be credited against the amount due to the Vendor under the provisicns of
this Agreement.

Any sale hereunder may be held or conducted at Philadelphia, Penn-
sylvania, at such time or times as the Vendor may specify (unless the Vendor
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shall specify a different place or places, in which case the sale shall be held
at such place or places as the Vendor may specify), in one lot and as an
entirety or in separate lots and without the necessity of gathering at the
place of sale the property to be sold, and in general in such manner as
the Vendor may determine, so long as such sale shall be conducted in a
commercially reasonable manner. The Builder, the Vendee and the
Lessee shall be given written notice of such sale not less than ten days
prior thereto, by telegram or registered mail addressed as provided in
Article 20 hereof. If such sale shall be a private sale, it shall be
subject to the rights of the Builder, the Vendee and the Lessee to
purchase or provide a purchaser, within ten days after notce of
the proposed sale price, at the same price offered by the intending
purchaser or a better price. The Vendor may bid for and becorie the
purchaser of the Units, or any Unit thereof, so offered for sale. In the
event that the Vendor shall be the purchaser thereof, it shall not be
accountable to the Vendee or the Lessee (except to the extent of surplus
money received as hereinafter provided in this Article 16), and in pay-
ment of the purchase price therefor the Vendor shall be entitled to have
credited on account thereof all sums due to the Vendor hereunder.

Each and every power and remedy hereby specifically given io the
Vendor shall be in addition to every other power and remedy hereby
specifically given or now or hereafter existing at law or in equity, and each
and every power and remedy may be exercised from time to time and
simultaneously and as often and in such order as may be deemed expedient
by the Vendor. All such powers and remedies shall be cumulative, and
the exercise of one shall not be deemed a waiver of the right to exercise
any other or others. No delay or omission of the Vendor in the exercise
of any such power or remedy and no renewal or extension of any pay-
ments due hereunder shall impair any such power or remedy or shall be
construed to be a waiver of any default or an acquiescence therein. Any
extension of time for payment hereunder or other indulgence duly granted
to the Vendee shall not otherwise alter or affect the Vendor’s rights or
the Vendee’s obligations hereunder. The Vendor's acceptance of any pay-
ment after it shall have become due hereunder shall not be deemed to alter
or affect the Vendee’s obligations or the Vendor’s rights hereunder with re-
spect to any subsequent payments or default therein.

If, after applying as aforesaid all sums realized by the Vendor, there

shall remain a surplus in the possession of the Vendor, such surplus shall
be paid to the Vendee.

If, after applying all sums of moneys realized by the Vendor under the
remedies herein provided, there shall remain any amount due to it under
the provisions of this Agreement, the Vendor may bring suit therefor and
shall be entitled to receive a judgment therefor against the Vendee.

The Vendee will pay all reasonable expenses, including attorneys’
fees, incurred by the Vendor in enforcing its remedies under the rerms
of this Agreement. In the event that the Vendor shall bring any suit
to enforce any of its rights hereunder and shall be entitled to judgment,
then in such suit the Vendor may recover reasonable expenses, including
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reasonable attorneys’ fees, and the amount thereof shall be included in
such judgment.

The foregoing provisions of this Article 16 are subject in all respects to
all mandatory legal requirements at the time in force and applicable
thereto and also are subject with respect to any payments required to be
made by the Vendee to the limitations of Article 4.

ARTICLE 17. Applicable State Laws. Any provision of this Agree-
ment prohibited by an applicable law of any jurisdiction (which is not
overridden by applicable federal law) shall as to such jurisdiction be in-
effective, without modifying the remaining provisions of this Agrecment.
Where, however, the conflicting provisions of any such applicable law may
be waived, they are hereby waived by the Vendee to the full extent per-
mitted by law, it being the intention of the parties hereto that this Agree-
ment shall be deemed to be a conditional sale and enforced as such.

If there should occur an event of default hereunder but not under the
Lease then except as otherwise provided in this Agreement, the Vendee,
to the full extent permitted by law, hereby waives all statutory or other
legal requirements for any notice of any kind, notice of intention t> take
possession of or to sell or lease the Equipment, or any one or more Units
thereof, and any other requirements as to the time, place and terms of
the sale or lease thereof, any other requirements with respect to the en-
forcement of the Vendor’s rights under this Agreement and any and all
rights of redemption.

ARTICLE 18. Recording. The Vendee will cause this Agreement,
any assignments hereof and any amendments or supplements hereto or
thereto to be filed and recorded in accordance with Section 20c of the
Interstate Commerce Act and deposited with the Registrar General of
Canada in accordance with Section 86 of the Railway Act of Cznada;
and shall cause the required filings under the Uniform Commercial Code
of the States of New York, Illinois and Connecticut to be made to perfect
the security interest of the Vendor in and to the Equipment; and the
Vendee will from time to time do and perform other acts and will exscute,
acknowledge, deliver, file, register, deposit and record any and all further
instruments required by law or reasonably requested by the Vendor for the
purpose of proper protection, to the satisfaction of counsel for the Vendor,
of its Security Title to the Equipment and its rights under this Agreement
or for the purpose of carrying out the intention of this Agreement; and
the Vendee will promptly furnish to the Vendor certificates or other

evidence of such filing, registering, depositing and recording satisfzctory
to the Vendor.

ARTICLE 19. Article Headings; Effect and Modification of Agreement.
All article headings are inserted for convenience only and shall not affect
any construction or interpretation of this Agreement.

This Agreement, including the Annexes hereto, completely states the
rights of the Vendor and the Vendee with respect to the Equipment
and supersedes all other agreements, oral or written, with respect to the
Equipment. No variation or modification of this Agreement and no waiver
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of any of its provisions or conditions shall be valid unless in writing and
signed by duly authorized representatives of the Vendor and the Vendee.

ARTICLE 20. Notice. Any notice hereunder to any of the parties
and others designated below shall be deemed to be properly szrved if
delivered or mailed to it at its chief place of business at the following
specified addresses:

(a) to the Vendee:

Rack Associates, 901 Farmington Ave., West Hartford, Conn.
06119; with a copy to: Integrated Resources, Inc., 295 Madison
Ave., New York, N.Y. 10017 Attn: Stephen Goldsmith;

(b) to the Builder, at Whitehead & Kales Company, 58 Haltiner
Street, River Rouge, Michigan 48218;

(c) to any assignee of the Vendor, or of the Vendee at such address
as may have been furnished in writing to the Vendee, or the Vendor,
as the case may be;

(d) to the Lessee; 874 Union Station Bldg., 516 W, Jackson Blvd.,
Chicago, Illinois 60606, Attn: Vice President—Finance,

or at such other address as may have been furnished in writing by such
party to the other party to this Agreement.

ARTICLE 21. Immunities. No recourse shall be had in respect of
any obligation due under this Agreement, or referred to herein, against
any incorporator, stockholder, general or limited partner, parent, director,
officer, agent or employee, past, present or future, of the Vendee or the
Builder (or Vendor), whether by virtue of any constitutional provision,
statute or rule of law, or by enforcement of any assessment or peralty or
otherwise, all such liability, whether at common law, in equity, by any
constitutional provision, statute or otherwise, of such incorporators, stock-
holders, general or limited partners, parents, directors, officers, agents or
employees being forever released as a condition of and as consideration for
the execution of this Agreement.

The obligations of the Vendee under the fifth paragraph of Article 14,
Article 16 (provided no Event of Default has occurred and is con:inuing
under the Lease) and under Articles 6, 7, 8, 9, 10, 12 (except an encum-
brance resulting from claims against the Vendee not related to owner-
ship of the Units), 13 and 18 hereof shall be deemed in all respects
satisfied by the Lessee’s undertakings contained in § § 5, 6, 7, 8, 9, 10,
11, 12 and 16 of the Lease. The Vendee shall not have any responsibility
for the Lessee’s failure to perform such obligations, including any indem-
nification, but if the same shall not be performed they shall constitute the
basis for an event of default hereunder pursuant to Article 15 hereof;
provided than an Event of Default is also declared under the Leasez.

ARTICLE 22. Law Governing. The terms of this Agreement and all
rights and obligations hereunder shall be governed by the laws of the
Commonwealth of Pennsylvania; provided, however, that the parties shall
be entitled to all rights conferred by Section 20c of the Interstate Com-
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merce Act and such additional rights arising out of the filing, recording
or deposit hereof, if any, and of any assignment hereof as shal. be con-
ferred by the laws of the several jurisdictions in which this Agreement or
any assignment hereof shall be filed, recorded or deposited.

ARTICLE 23. Definitions. The term “Vendor”, whenever used in this
Agreement, means, before any assignment of any of its rights hereunder,
the party hereto which has manufactured the Equipment and any successor
or successors for the time being to its manufacturing properties and busi-
ness, and, after any such assignment, both any assignee or assignees for the
time being of such particular assigned rights as regards such rights, and also
any assignor as regards any rights hereunder that are retained or excluded
from any assignment; and the term “Builder”, whenever used in this Agree-
ment, means, both before and after any such assignment, the party hereto
which has manufactured the Equipment and any successor or sticcessors
for the time being to its manufacturing properties and business.

ARTICLE 24. Execution. This Agreement may be executec. in any
number of counterparts, but the counterpart delivered to the Interstate
Commerce Commission for recordation and subsequently redelivered to
the Agent shall be deemed to be the original counterpart. Although this
Agreement is dated as of the date first above written for convenience, the
actual date or dates of execution hereof by the parties hereto is or are, re-
spectively, the date or dates stated in the acknowledgments hereto annexed.

ARTICLE 25. References. Whenever the context so requires, the
neuter gender includes the masculine gender.

IN WITNESS WHEREOF, the parties hereto have executed or caused this
instrument to be executed all as of the date first above written.

WHITEHEAD & KALEs COMPANY

[CORPORATE SEAL] by \éi ' é //:f/éf.{—_{{:i
Attest: o~ ; 7 7 C. E. WIESER
P M VICE PRES.-FINANCE
- ) AN
~ G. KONCHAL
TREASURER

RACK ASSOCIATES

[CORPORATE SEAL] by INTEGRATED EQUIPMENT, INC.
Attest: A General Partner

by
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STATE OF MICHIGAN
88.:
COUNTY OF WAYNE

On this " h day of Jila. , 1978, before me personally appeared C. E.
WIESER, to me personally ﬂnown, who being by me duly sworn says
that he is a Vice President of WHITEHEAD & KALEs COMPANY, that one
of the seals affixed to the foregoing instrument is the corporate seal
of said corporation, that said instrument was signed and sealed on be-
half of said corporation by authority of its Board of Directors and he
acknowledged that the execution of the foregoing instrument was the free
act and deed of said corporation.

LN

. ) . '3‘ .
AL /7{;;&\_.\ R IR

Y Notary Public
[NOTARIAL SEAL]
My Commission expires JOSEPHINE TIRONI

Notary Public, Wayne County, Mich.
My Commission Expires 8-29-79

STATE OF NEW YORK ss.:
CouUNTY oF NEW YORK ”
On this day of , 1978, before me personally appeared

, to me personally known, who being by me cluly sworn
says that he is Vice President of Integrated Equipment, Inc., that

is a general partner of Rack Associates, that one of the
seals affixed to the foregoing instrument is the corporate seal of said
corporation, that said instrument was signed and sealed on behalf of
Rack Associates and he acknowledged that the execution of the foregoing
instrument was the free act and deed of the partnership.

Notary Public

NOTARIAL SEAL
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ANNEX B

Payment Numbers/Date % Age

Payments 1 through 31, due
October 1, 1978 through April 1, 1986 ... .. 3.803¢45
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Puterstate ¢ummetm & ommission 518778
Washington, B.E. 20423 o

OFFICE OF THE SECRETARY

James A, Ounsworth,Atty.

Pepper, Hamitton & Scheety \
123 South Broad Street
Philadelphia, Pennsylvania 19109 \‘

Dear Sir:
The enclosed document(s) was recorded pursuant to the

provisions of Section 20(c) of the Interstate Commerce Act,

49 U.8.C. 20(), on 515 smg at  10: 15anm ’

and assigned recordation number(s) 9376 037

Sincerely yours,

H.G. Homme, Jr.
Acting Secretary

Enclosure(s)

SE-30-T
(6/77)
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